Abstract
Introduction
Nepal is one of many countries growing coffee for the international export market. Started as a soil erosion project, coffee production spread quickly in Nepal due to perfect climate conditions and the high market value of coffee. Coffee is grown mostly in the Western part of Nepal, and only Arabica coffee, the variety sold as high-quality specialty coffee, is produced (Manandhar et al., 2009; Panthi et al., 2008) . In the village of Hamsapur in the 
Purpose and Objectives
Nepal remains as one of the poorest countries in South Asia, with a GNI per capita of US $440 (The World Bank, 2009 ). As in many developing countries, the agricultural sector plays a critical role in the Nepalese economy. Unemployment in rural areas and subsequent migration are critical issues in Nepal, so creating employment opportunities within the agricultural sector has the potential to significantly benefit those living in rural areas (Haggblade et al., 2002; Henson et al., 2008) . Thus, coffee is gaining attention from aid agencies and the Nepalese government as a source of livelihood support. An analysis of the current local coffee market is critical in order to evaluate the current situation as well as for the future development of the local coffee market. The objectives of this study are the following: 1) to analyze the value chain of coffee production; 2) to study obstacles to coffee production; and 3) to develop recommendations for the development of the coffee market.
Methods
Face-to-face interviews were conducted in Hamsapur in the Kaski district with both producers and key informants along the coffee value chain.
The sample of coffee producers (N=48) was selected from all coffee producers in the village (N=446) using a snowball sampling method. The sample of key informants was also selected using this method, and key informants were interviewed from coffee collectors, local non-profit organizations, international development agencies, government officials, and local coffee buyers. In addition, in order to include an example from the international retail side of the coffee trade, interviews were also conducted with one retailing company in Tokyo, Japan. The following terms will be used throughout this paper. The term coffee cherry refers to those ripe and ready to be harvested coffee beans. Once a coffee cherry is harvested, it is pulped, which is the process of removing the pulp by machine. The pulped coffee beans are called parchment. Figure 1 describes the value chain map of Hamsapur coffee and indicates the relationships among these key informants and coffee producers (Bernsten & Staatz, 1992; Haggblade & Ritchie, 1992) 
Findings

Challenge of Quality Management
The 48 respondents who participated in this survey were 58.3% male and 41.7% female, and the average age was 51 years old. The study showed that the average number of people in the household was 4.7. The number of plants is considerably higher in wards 3 and 4, but the total production volume is largest in wards 1 and 2. This is because producers in wards 1 and 2 started coffee production earlier than the other regions, which results in a higher volume of production because of older coffee trees. Also, producers in wards 3 and 4 only started receiving seedlings from Indragufa in 1997, so although the number of coffee plants is large, many of these trees have not reached production stage yet, since it takes about 3 years for coffee trees to fruit. In addition, the findings from Table 1 show the inconsistent practices of fertilization and irrigation between each ward. Table 2 demonstrates the relationship between irrigation and scale of production and shows that small-scale coffee producers apply irrigation more frequently than larger scale coffee producers. This is because farmers have to carry irrigation water from community water sources, and it is more difficult for larger scale farmers to provide water without a proper irrigation system. These study results show the diversity in production practices and the importance of ward-based strategy and promotion for coffee in Hamsapur. We have lack of water in remote areas. After pulping, we ferment for 24 hours, and we should wash for three times but we do not have water for washing. After washing, we need to put the beans 24 hours again into the water, but again, we do not have enough water.
In addition to the lack of irrigation and insufficient fertilizer, scattered and small-scale production also creates a challenge to quality management. Because of the hilly terrain, farmers produce coffee on small, scattered plots. Moreover, coffee collectors in the village were selected not Coffee production is scattered all over the district. You go to one district, and there is one group with 25 members, and maybe 500 plants in that village. In such a scattered production, we cannot increase the production and the quality.
The president of Himalayan Java stated that "…when you actually buy coffee in such small quantity from different farmers, there is no way we can control the quality (Table 3) . It should be noted that a significant result is only seen in totalcoffee production. This is likely because of the time required for coffee plants to grow. Therefore, the results of Table 3 imply that farmers' participation in coffee committees has the potential to expand the scale of production in Hamsapur village.
Fair Price or Unfair Price?
In addition to the challenge of For further analysis of coffee prices, Table 5 , this is approximately 30 times higher than the price farmers receive. However, the cost of production and processing should also be taken into consideration. The representative from the CoPP points out that coffee producers do not realize that they are getting good prices compared to their investment for coffee.
We did the cost of production estimation. It was around 18 rupees per kilogram of fresh cherry, and this is higher part of cost of production. But if you go to the farmers who are not investing in coffee, it will be lower than that. They are getting 27 rupees per kilogram, so it is already good profit for the farmers.
Additionally, he points out that farmers do not realize how much processing is required for coffee to be sold as the final product. However, the issue appears to be the lack of transparency on the retail side. Producers must be informed about coffee prices, including the price at which the retailer is selling to the market and how much it costs for them to produce the final product. Such lack of transparency and communication is creating disincentives for the producers, and it will eventually affect the quality of products, because producers feel they are exploited by the buyers. Thus, the buyers must be aware of the importance of transparency in the coffee value chain, not only to build better relationships with producers but also in order to improve the overall quality of the coffee.
• Grow coffee trees, harvest fresh cherries and bring them to collectors (Aryal, 2003) .
Social Business for Rural Development
Despite several challenges for the current coffee market, interviews with farmers indicated that there is a high potential for the industry to grow (Kattel et al., 2009; Poudel et al., 2009) However, as the study showed, farmers are not satisfied with the current value chain of coffee for the reasons discussed above.
How can this gap between farmers and the local coffee market be filled? (Govereh & Jayne, 2003; Loveridge et al., 2002) Obviously, there are several development 
